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BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

In Re: Discount Communications, Inc.

Docket No. 00-00230

RESPONSE OF BELLSOUTH TELECOMMUNICATIONS, INC.
TO DISCOUNT’S PETITION TO RECONSIDER

The arguments Discount presents in support of its Petition to Reconsider
ignore: the state of the law that existed at the time Discount signed the Resale
Agreement; the TRA's Order in the MCI/AT&T Arbitration; the FCC's new
Universal Service Order; BellSouth's valid Lifeline tariff; the 1995
Telecommunications Reform Act; and the evidence of record in this proceeding.
Meanwhile, as Discount’s attorneys are continuing to argue that Discount should
receive state Lifeline credits in violation of this mountain of legal authority,
Discount itself continues to refuse to pay -- or even discuss -- the large and
growing debt it admittedly owes BellSouth. The TRA, therefore, should summarily
reject Discount’s erroneous arguments regarding state Lifeline credits.

L. THE TRA'S DECISION ON THE LIFELINE ISSUE IS SUPPORTED BY THE
TRA'S ORDER IN THE MCI/AT&T ARBITRATION, THE FCC'S NEW
UNIVERSAL SERVICE ORDER, BELLSOUTH'S LIFELINE TARIFF, AND THE
EVIDENCE OF RECORD.

Discount's arguments in support of its Petition for Reconsideration ignore the

legal effect of prior TRA rulings and misapprehend the record in this proceeding.

As explained below, both the controlling law and the facts of record support the



TRA's decision on the Lifeline issué in this docket. The TRA, therefore, should

deny Discount's Petition for Reconsideration.

A. Discount ignores the plain language of the Resale Agreement as

well as the state of the law that existed at the time it entered
the Resale Agreement.

One provision of the Resale Agreement provides that "[rlesold services are
subject to the same terms and conditions as are specified for such services when
furnished to individual end users of the Company in the appropriate section of the
Company's Tariffs." See Agreement at §IV.B. This is not, however, all that the
Resale Agreement has to say about the resale of Lifeline in Tennessee. Instead, as
discussed below, the Resale Agreement contains additional language which
specifically addresses the resale of Lifeline service in Tennessee, and this language
explicitly requires the reseller to fund the state Lifeline credit amount for its own
end users. Discount chooses to either ignore this controlling language or to claim
that it is somehow "inapplicable to" the resale of Lifeline in Tennessee. As
explained below, however, Discount is wrong.

Comment 4 to Exhibit B of the Resale Agreement explicitly addresses the
resale of Lifeline in Tennessee. See Agreement at Exhibit B, Comment 4. The
language that Discount wishes the TRA would ignore provides that:

Lifeline/Linkup services may be offered only to those subscribers who

meet the criteria that BellSouth currently applies to subscribers of

these services. In Tennessee, Discount Communications shall

purchase BellSouth's Message Rate Service at the stated tariff rate,
less the wholesale discount. Discount must further discount the




wholesale Message Rate Service® to Lifeline customers with a
discount which is no less than the minimum discount that BellSouth
now provides. Discount Communications is responsible for recovering
the Subscriber Line Charge from the National Exchange Carriers
Association interstate toll settlement pool just as BellSouth does
today. The maximum rate that Discount Communications may charge
for LifeLine service shall be capped at the flat retail rate offered by
BellSouth.

/d. (emphasis added). This language is the direct result of the TRA's Order in the
ATT/MC! Arbitrations, which provides a detailed blueprint for implementing the
resale provisions of the Telecommunications Act of 1996 as they apply to the
resale of Lifeline in Tennessee. See Second and Final Order of Arbitration Awards
("Arbitration Order") in the AT&T/MCI Arbitration Proceedings (Docket Nos. 96-
01152 and 96-01271) at 15-16. This language, therefore, must be construed in
light of the TRA's Arbitration Order.

Despite Discount's claims to the contrary, the Arbitration Order is neither
"inapplicable" nor superseded by the FCC's new Universal Service Order.? The new

Universal Service Order expressly states that:

! As explained below, Discount is simply wrong when it states that "it would
have been impossible for Discount to comply with footnote 4 [of the Resale
Agreement] since, by March, 1998, BellSouth was no longer offering discounted
Message Rate Service under its Lifeline tariff." Petition at 6.

2 Discount itself admits that the TRA must decide the Lifeline issue in this
docket "in light of the legal and regulatory decisions in effect at the time," see
Petition at 4, and the Arbitration Order clearly is a "regulatory decision in effect at
the time" Discount signed its Resale Agreement with BellSouth. Knowing what the
Arbitration Order says about the resale of Lifeline in Tennessee, however, Discount
attempts to evade the terms of the Order by claiming that it was and is somehow
"inapplicable to" the resale of Lifeline in Tennessee. Petition at 7. As explained
below, however, Discount is simply wrong.
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We see no reason at this time to intrude in the first instance on states'
decisions about how to generate intrastate support for Lifeline [the
$3.50 state credit amount]. We do not currently prescribe the
methods states must use to generate intrastate Lifeline support, nor
does this Order contain any such prescriptions. Many methods exist,
including competitively neutral surcharges on all carriers or the use of
general revenues, that would not place the burden on any single group
of carriers.

FCC Order at §361({emphasis added). By its own terms, therefore, the FCC's new
Universal Service Order does not intrude upon the TRA’s Arbitration Order -- an
Order which clearly and deliberately spelled out the fact that in Tennessee, the
burden of generating intrastate Lifeline support is not placed on any single group of
carriers but is instead borne in a competitively neutral fashion by all carriers.

In the Arbitration Order, the TRA ruled that when Lifeline is resold in the
state of Tennessee: (1) BellSouth must charge the reseller the tariffed rate for the
local exchange service chosen by the Lifeline customer less the wholesale discount;
and (2) the reseller must further discount this rate by a "discount which is no less
than the minimum discount that BellSouth now provides.”" See Second and Final
Order of Arbitration Awards in Docket Nos. 96-01152 and 96-01271 at 15-16.
(Tr. Vol. Ill at 513-516). Clearly, the "minimum discount that BellSouth now
provides" refers to both the federal Lifeline credit amount and the state Lifeline

credit amount.® Accordingly, the Arbitration Order provides that the $3.50 state

3 As BellSouth's witness Bonnie O'Bannon explained, at the time the TRA
entered its Arbitration Order, the FCC's Universal Service Order (that is, the old
order) provided that the federal credit was not available unless the state provided a
matching credit. (Tr. Vol. lil at 511, 514). More recently, the FCC's CALLS Order
provides for an even higher Federal credit if the state generates a credit of $3.50.
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credit amount is the responsibility of the reseller. The Resale Agreement mirrors
this provision by stating that after receiving the wholesale discount, "Discount
must further discount the wholesale Message Rate Service® to LifeLine customers
with a discount which is no less than the minimum discount that BellSouth now
provides." See Resale Agreement at Exhibit B, Comment 4 (emphasis added).
Similarly, this same requirement that appears in both the Arbitration Order and the
Resale Agreement also appears in BellSouth’s approved Lifeline tariff.° BellSouth's

Lifeline tariff, therefore, simply incorporates the existing method of generating the

If the state does not generate a credit of $3.50, under the CALLS Order the amount
of the federal credit is reduced. The "minimum credit that BellSouth now
provides," therefore, clearly is a reference to both the state and the federal credit,
because without the state credit, there would have been no federal credit. (Tr. Vol.
Il at 514). Analogously, the new FCC Universal Service Order provides that a
federal credit in the amount of $7.00 is available only if the state generates a credit
of $3.50. If the state does not generate this credit, the amount of the federal
credit is reduced to $5.25. See New FCC Universal Service Order at {350-354.
The "minimum credit that BellSouth now provides," therefore, is the federal credit
of $7.00 and the state credit of $3.50, and the Arbitration Order provides that
resellers like Discount are required to fund the state credit amount for their own
end users.

4 As explained above, Discount is simply wrong when it states that "it would
have been impossible for Discount to comply with footnote 4 [of the Resale
Agreement] since, by March, 1998, BellSouth was no longer offering discounted
Message Rate Service under its Lifeline tariff.”

s Discount purportedly "crafted their tariff” with the understanding that
BellSouth would flow both the federal and state Lifeline credit amounts through to
Discount. (Tr. Vol. | at 96). It is difficult to understand how Discount can claim
that it expected to receive any Lifeline credits from BellSouth in light of the
Arbitration Order. Moreover, Discount obviously was aware of the Arbitration
Order when it crafted its tariffs, because Discount's own tariff expressly states that
"Resale of Lifeline is subject to the conditions set forth in the Second and Final
Order of Arbitration Awards dated January 23, 1997 (Docket Nos. 96-001152 and
96-01271)." (See Attachment 1 at §1.1.A.8).



$3.50 state credit amount in a resale environment, which is clearly permitted by
Paragraph 361 of the new FCC Universal Service Order.

Some things have changed since the Arbitration Order was entered. Rather
than having to subscribe to Message Rate Service, for example, Lifeline customers
may subscribe to any local service provided by BellSouth. See Section I1.B. below.
Rather than non-ETCs retrieving the federal Lifeline credit amount directly from the
National Exchange Carriers Association ("NECA"), BellSouth now obtains the
federal Lifeline credit amount from NECA on their behalf and passes this amount
through to the non-ETC reseller. Finally, the dollar amount of the federal Lifeline
credit has been increased.

None of these changes, however, alter the Arbitration Order's blueprint for
the resale of Lifeline in Tennessee. The reseller still purchases local service from
BellSouth at the wholesale rate. The reseller still retrieves the federal Lifeline credit
amount from NECA -- either directly or through BellSouth acting as an intermediary.
Finally, the reseller is still responsible for funding the state Lifeline credit amount for
its own end users.

In summary, the Arbitration Order carefully and meticulously provides a
detailed blueprint for the resale of Lifeline in Tennessee, and by its own terms, the
FCC's new Universal Service Order does not intrude upon that blueprint. Both the
Resale Agreement and BellSouth’s valid and enforceable tariff follow the blueprint
established by the Arbitration Order. Discount's claim that the Arbitration Order is

"inapplicable to" the resale of Lifeline in Tennessee, therefore, is simply wrong.



B. Discount's "impossibility” argument is flatly contradicted by the
undisputed testimony of record in this docket.

Discount is correct when it states that BellSouth's original Lifeline tariff
required Lifeline customers to subscribe to Message Rate Service. As explained
below, however, Discount is simply wrong when it states that BellSouth's current

Lifeline tariff offers customers "flat-rated residential service along with a 'federal

credit' of $7.00 and a 'state credit' of $3.50." Petition at 2 (emphasis added).
Discount is even more wrong when it later states that "it would have been
impossible for Discount to comply with footnote 4 [of the Resale Agreement] since,

by March, 1998, BellSouth was no longer offering discounted Message Rate

Service under its Lifeline tariff." See Petition at 6 (emphasis added). Not only are

these statements not supported by the evidence of record, they are flatly
contradicted by the undisputed evidence of record.

BellSouth’s Lifeline tariff provides "a credit to monthly recurring local service
to qualifying residential subscribers." Tariff at A3.31.1.A. According to the plain
language of this Tariff, the credit applies to any local service the Lifeline end user
orders, including flat rate residential service, Message Rate Service, or any other
service. See also Tr. Collective Ex. 16, September 2, 1999 letter (explaining that
effective January 1, 1998, BellSouth's Lifeline tariff "expanded the availability of
the Lifeline credits to 'any local service officering available to other residence
customers.'”). Moreover, BellSouth's witness Bonnie O'Bannon presented the

following testimony:



Q. And, Ms. O'Bannon, today under the Lifeline tariff, is an end
user required to sign up for 1FR [flat-rated residential service] of
can he or she chose any of the local services we provide?

A. The end user can subscribe to any of the local services that we
offer.

See April 3, 2000 Transcript of Proceedings at 507 (emphasis added).

This evidence is undisputed. Far from "repealling] the old method for
providing Lifeline service,” see Petition at 2, therefore, BellSouth's current Lifeline
tariff enhances the "old" method by allowing Lifeline customers to subscribe to any
of BellSouth's local service offerings, including Message Rate Service. Discount's
statement that "it would have been impossible for Discount to comply with
footnote 4 [of the Resale Agreement] since, by March, 1998, BeliSouth was no

longer offering discounted Message Rate Service under its Lifeline tariff," therefore,

is simply wrong, and Discount's legal arguments based on this erroneous statement
are also wrong.

C. Discount is wrong when it suggests that BellSouth has admitted

that the FCC's new Universal Service Order alters the
requirement that resellers in Tennessee fund the $3.50 state
credit amount for their own end users.

Discount claims that "[bly March, 1998, however, as BellSouth itself has
admitted, that additional language [in the Resale Agreement] had been rendered
obsolete and inapplicable by the FCC's 'Universal Service' order and by superseding
language in BellSouth's 1997 tariff amendments.” Petition at 4-5. This claim is

just plain wrong. BellSouth has never "admitted" that the requirement that the

reseller fund the $3.50 state credit amount to its own end users has been



superseded or otherwise affected by anything. As explained above, the new
Universal Service Order does nothing to alter this requirement. Moreover, as
Ms. O'Bannon explained during her testimony, see Tr. at 515-17, and as explained
in BellSouth's Post-Hearing Brief, see Post-Hearing Brief at 12-15, the 1999
revisions to BellSouth's Lifeline tariff addressed the manner in which the federal
credit amount is passed along from NECA to pure resellers who cannot be
reimbursed directly from NECA because they are not ETCs. Cooperating with the
TRA Staff to accommodate the delivery of the federal Lifeline credit amount from
NECA to these non-ETC resellers clearly does nothing to alter the fact that all
resellers are responsible for funding the $3.50 state Lifeline credit amount for their
own end users.

Similarly, the language BellSouth proposed in its October 5, 1999 letter does
nothing to change the manner in which the state Lifeline credit is funded. That
letter simply proposes a new Comment 4 which states that "Lifeline/LinkUp
services may be offered only to those subscribers who meet the criteria that
BellSouth currently applies to subscribers of those services as set forth in sections
A3 and A4 of the BellSouth General Subscriber Services Tariff." Discount,
however, by its own admission, never agreed to this proposed amendment. The
Resale Agreement, therefore, continues to explicitly require Discount to fund the
$3.50 state Lifeline credit amount for its own end users.

Moreover, BellSouth's approved tariff also explicitly states that the reseller is

responsible for funding the state Lifeline credit amount for its own end users. Tariff



5§ A3.31.2.A.9. Discount, therefore, cannot seriously contend that BellSouth has
ever admitted that the requirement that the reseller fund the $3.50 state Lifeline
credit amount for its own end users -- which was imposed by the TRA in the
Arbitration Order, expressly referenced in the Resale Agreement, and explicitly
stated in the tariff -- is somehow "obsolete and inapplicable.”

Finally, it is true that BellSouth deleted the specific reference to the
Arbitration Order from its Lifeline tariff.c BellSouth did not, however, delete the
substance of the Order from its tariff. As noted above, the tariff clearly provides
that resellers who are ETCs "are required to establish their own Lifeline programs.”
Tariff at A3.31.2.A.9. Resellers who are ETCs, therefore, obtain the federal credit
amount from NECA, and they fund the state Lifeline credit amount to their own end
users -- just as provided in the Arbitration Order. Non-ETC resellers receive the
undiscounted federal credit amount (which BellSouth obtains from NECA on behalf
of the non-ETC reseller and passes along to the non-ETC reseller) and funds the
state Lifeline credit amount to their own end users. Again, this is exactly as
provided by the Arbitration Order with the one modification -- made in response to
a request by the TRA Staff - to address the fact that the new FCC Universal

Service Order does not permit non-ETC resellers to obtain the federal credit amount

6 Significantly, Discount did not delete this allegedly inapplicable language

from its tariff. Discount's tariff continues to explicitly state that "Resale of Lifeline
is subject to the conditions set forth in the Second and Final Order of Arbitration
Awards dated January 23, 1997 (Docket Nos. 96-01152 and 96-01271)." See
Attachment 1 at § 1.1.A.8. Once again, Discount’s action are at odds with its
words.
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directly from NECA. Discount, therefore, is simply wrong when it alleges that

anything the FCC or BellSouth has done alters the requirement that resellers fund

the state Lifeline credit amount to their own end users.

IL. THE EVIDENCE CLEARLY DOES NOT SUPPORT DISCOUNT'S FACTUAL
- ALLEGATION THAT THERE IS AN IMPLICIT SUBSIDY IN BELLSOQUTH'S

CURRENT RATE STRUCTURE WHICH COMPENSATES BELLSOUTH FOR THE

COST OF PROVIDING LIFELINE SERVICE TO EVERY ELIGIBLE CUSTOMER IN

BELLSOUTH'S TERRITORY.

Discount's argument regarding the alleged "implicit subsidy" is rather
convoluted at best. First, Discount claims that "there is an ‘implicit subsidy’ in
BellSouth’s current rate structure which compensates the carrier for the cost of
providing Lifeline to every eligible customer in BellSouth’s territory.” Petition at 8
(emphasis added). Discount then contends that requiring resellers to fund the
$3.50 state Lifeline credit amount to their own end users allows BellSouth to
collect the alleged "implicit subsidy” twice. See, e.g., Petition at 8. This purported
"double recovery,” in turn, forms the basis for Discount’'s allegation that the
manner in which the $3.50 state Lifeline credit amount is generated in Tennessee is
not competitively neutral. As explained below, however, the TRA correctly
determined that the evidence of record does not support this convoluted theory

propounded by Discount.

A. The evidence of record shows that there is no "implicit subsidy”
in BellSouth's current rates.

During the hearings in this docket, Discount's witness Mr. Hickerson claimed

that requiring Discount to fund the $3.50 state credit amount for its own end users
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is not "competitively neutral.” Mr. Hickerson, however, conceded that his claim is
based entirely on his position that a subsidy for the state Lifeline credit amount for
every Lifeline customer in BellSouth’s territory amount is somehow built into
BellSouth's rates. (Tr. Vol. | at 169). The undisputed facts of record show that
this simply is not the case.
As thoroughly explained in BellSouth’s Post-Hearing Brief, see Post-Hearing
Brief at 23-27, even to the extent that a purported subsidy for the $3.50 state
Lifeline credit amount may have existed as of June 6, 1995 (which it did not), that
subsidy had a negative balance. As such, this purported "implicit subsidy” could
not possibly have provided funds to offset the state Lifeline credit amount.
Moreover, no such subsidy exists today because the source of the alleged
subsidy -- the deferred revenue account -- no longer exists. The evidence of record,
therefore, shows that no "implicit subsidy" exists.”
B. Even if an "implicit subsidy” ever had existed (which it did not),
it clearly did not compensate BellSouth for the cost of providing
Lifeline to the 25,782 Lifeline accounts BellSouth had as of
March 2000 -- let alone the cost of providing the service to
Discount’s Lifeline end users.

The record contains absolutely nothing to suggest how many Lifeline

customers were anticipated when the former Tennessee Public Service Commission

? As Discount notes, Mr. Hickerson testified, "l thought we all agreed that Bell

is currently collecting that subsidy through its rates,” but BellSouth quickly noted
its disagreement with what Mr. Hickerson thought. (See Tr. Vol. | at 173-74).
Additionally, Mr. Hickerson never stated his thoughts on the value of this purported
subsidy, and as noted below, he acknowledged that the PSC's Order implementing
the Lifeline program does not even attempt to calculate the value of the purported

12



("PSC") entered its 1991 Order establishing BellSouth's Lifeline program.
Accordingly, the record contains absolutely nothing to suggest the actual value of
the "implicit subsidy” Discount erroneously claims is in BellSouth's rates. In fact,
Discount's counsel and Mr. Hickerson both acknowledge that the PSC's order
implementing the Lifeline program does not even attempt to calculate the actual
negative revenue impact the program would have on BeliSouth. (Tr. Vol. | at 89;
Vol. 1 at 137-38).

Similarly, the record contains absolutely nothing to suggest how many
Lifeline customers were anticipated when the PSC completed its 1993 earnings
investigation. The record does reflect that BellSouth had no Lifeline customers as
of the beginning of the 1993 earnings investigation, and it had only 15,641 Lifeline
customers as of the date the PSC ordered BellSouth to reduce its rates at the
conclusion of the 1993 earnings investigation. (BellSouth's Late-Filed Ex. 7).
Moreover, as of June 6, 1995, BellSouth had only 12,903 Lifeline customers.
These figures are undisputed.

Accordingly, regardless of the date as of which the value of the alleged
"implicit subsidy" is calculated, that alleged "implicit subsidy" would fund the
provision of a $3.50 state Lifeline credit to no more than 15,641 Lifeline
customers. As of March 2000, however, BellSouth had 25,782 of its own Lifeline
end-user customers. Clearly, even if it had ever existed, the alleged "implicit

subsidy” in BellSouth's rates would have been depleted long before BellSouth

subsidy. (Tr. Vol. | at 89; Vol. | at 137-38).
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provided the $3.50 state Lifeline credit amount to each one of its own Lifeline end
users. Moreover, BellSouth recently has implemented major rate reductions,
(including without limitation access charge reductions and Touch-Tone reductions),
which would have more than eliminated the amount of any purported Lifeline
subsidy from its rates. Moreover, the deferred revenue account -- the source of
this alleged subsidy -- no longer exists. Any Lifeline subsidy that may have been in
South Central Bell's rates under rate-of-return regulation, therefore, simply is not
available to BellSouth under price regulation.

Discount’'s own witness acknowledges that Discount's attacks on the TRA's
Arbitration Order -- and, necessarily, its attacks on the TRA's decision on the
Lifeline issue in this docket -- are based on its factual allegation that BellSouth is
recovering an alleged "implicit subsidy” twice. Nothing in the record, however,
supports Discount’s factual allegation that BellSouth is recovering this alleged
"implicit subsidy" once, much less twice. In fact, under Discount’s own analysis,
BellSouth is losing money providing its own subscribers this credit. Requiring
BellSouth to fund the $3.50 for these customers on its own just like each reseller is
required to fund its own $3.50 for its Lifeline customers, therefore, clearly is

competitively neutral.
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C. Discount’s  arguments ignore the fact that the
Telecommunications Reform Act of 1995 requires that any
modifications to current sources of universal service support be
addressed in a single generic contested case proceeding.

Discount’s subsidy argument -- which is embroiled in rate of return ideology
which it is high time to abandon -- ignores the plain language of the
Telecommunications Reform Act of 1995. Discount is asking the TRA to modify
the manner in which the state Lifeline credits -- which are simply one method of
providing universal service support -- are generated in Tennessee. The
Telecommunications Reform Act of 1995, however, prohibits Discount from
seeking that type of relief in this docket. Instead, to the extent that Discount
wishes to seek such relief, is must do so in the context of the ongoing Universal
Service Proceedings.

The Telecommunications Reform Act of 1995 directs the TRA to "formulate
policies, promulgate rules and issue orders which require all telecommunications
service providers to contribute to the support of universal service." T.C.A. §65-5-
207(a) (emphasis added). Under this statute, the TRA is to "determine the need
and timetable for modifying current universal service support mechanisms and
implementing alternative universal service support mechanisms,” jid, §65-5-207(b),
and it is required to "create an alternative universal service support mechanism that

replaces current sources of universal service support" if it determines that the

alternative mechanism will "prevent the unwarranted subsidization of any

telecommunications service provider's rates by consumers or by another
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telecommunications service provider." /d, §65-5-207(c){emphasis added). Finally,

and most significantly, the TRA is directed to make these decisions in a "generic

contested case proceeding,” id., §65-56-207(b), not in a docket involving a billing

dispute between two service providers. If the TRA is to consider these subsidy
arguments at all, therefore, it is required by statute to consider them only in the
context of the Universal Service Fund docket.

M. IF THE TRA DECIDES TO RECONSIDER ITS RULING ON THE LIFELINE ISSUE
(WHICH IT SHOULD NOT) IT SHOULD HOLD ITS DECISION ON
RECONSIDERATION IN ABEYANCE UNTIL DISCOUNT PAYS IT BILLS.

As detailed in BellSouth’s Petition for Reconsideration, Discount owes
BellSouth in excess of $200,000 even after Discount is given the benefit of the
amount of its escrow payments and even after its account is credited for all
directory assistance charges that have ever appeared on its bill. This is not
surprising -- during the hearing, Discount's witness candidly stated that even after
removing the disputed amounts for Lifeline, Link-Up, and directory assistance,
Discount still owes BellSouth "at least some” of the amount it has been billed for
telephone service. (Tr. Vol. Il at 279). Discount's witness also admitted that
Discount is not current on its BellSouth bill. (Tr. Vol. Il at 327).

Since the hearing began, however, Discount has not paid BellSouth one
penny of these undisputed past-due amounts. Moreover, while it has paid $1,500
per day into escrow, it has used an average of more than $2,000 per day of

BellSouth services over the same time frame. Far from reducing Discount’s debt,
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therefore, the escrow arrangement has resulted in Discount's debt continuously
growing since the time of the hearing.

Discount, however, has done nothing whatsoever to address this debt. Nor
has it provided BellSouth -- or the TRA -- with one shred of documentation
supporting any purported disputes regarding this debt. What it has done is what it
did during the hearings --- attempt to evade the fact that it is not paying its bills.

During the hearings, for example, Discount refused to stipulate to the amount
of undisputed sums it owes BellSouth. Instead, Discount would only stipulate to
the "value” of the disputes it originally presented to the TRA. See Discount's Pre-
Hearing Reply Brief. Moreover, during the hearing itself, Discount's President
acknowledged that Discount owes BellSouth money, but he testified that he could
not tell the TRA how much Discount owes BellSouth. (Tr. Vol. Il at 280). After
claiming that Discount had submitted itemized billing disputes to BellSouth, (Tr.
Vol. 1l at 280), the same witness claimed he could not state the total amount of
disputes Discount had submitted to BellSouth because "I don't have the exact
figure with me" on this, his day in court. (Tr. Vol. Il at 284-85; 325).

Thus, Discount has been paying less than it owes for services it has received
for the past six months while continuing to ignore its large and growing debt. As
such, Discount comes before thevTRA seeking relief with unclean hands. The TRA,
therefore, should hold Discount’s Petition for Reconsideration in abeyance until

Discount pays its bills. See Brandon v. Wright, 838 S.W.2d 532, 534 (Tenn. Ct.
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App. 1992) ("Hle who comes into a court of equity asking its aid, must come with

clean hands.").

Respectfully submitted,

BELLSOUTH TELECOMMUNICATIONS, INC.

T T

Guy M. Hicks -~

Patrick W. Turner

333 Commerce Street, Suite 2101
Nashville, Tennessee 37201-3300
(615) 214-6301

232628
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REVISED PAGE 1

DISCOUNT COMMUNICATIONS TENNESSEE TARIFF NO. {

1.LOCAL EXCHANGE SERVICES

BASIC LOCAL EXCHANGE SERVICE

Lifelina

1.. Descripiion o

ervice

A. The Lifclinc program is designed to increasc the availsbility of telecommunications serviees to low income subseribers by
providing a credit 1o monthly recurring local service to qualifying residendal subscnibers. Busic terms and conditions arc
in compliance with the FCCs Order on Universal Service in FCC 97-157, which adopts the Federnl-Stre Joint Board's
recommendution in CC Docket 96-45, which complics with the Telecommunications Ast of 1996. Specific terms and
condirions are as prescribed by the Teanessee Regulatery Authority and are as sct forth in dhis wariff.

B. Lifclinc is supported by the fedcral universsl service support mechanism.

Cl

Federal bascline support of $5.25 is available for cach Lifcline sérvice and is passed through to the subseriber. An
sdditional $3.50 credit is provided by the Company. Sitpplemental federal support of $1.75, matching one half of the

Cumpany contribution will also be passed along to the Lifeline subscriber. The toral Lifeline credit available 1o an eligible
customer in Temmesscc is $10.50. The amount of credir will not exceed the charge for Jocal service,

1.1 Repulatians

2

3.

Customers cligible under the Lifeline program ars also cligible for connection assistanes under the Link-Up
program.  « v .

One low-income credit is available per houschold and is applicable to the primary residential connection only. The
narned subscriber must be 2 cwirent recipicnt of any of the low income assistance programs identified in 1.

following.

A Lifeline customer may subseribe to the eurrent capp‘ed flar raze Lifeline plan (USOC 1FR) or any local service
offering available to other residence customers. Since rhc Lifeline credit is applicable to the primary residential
connecrion only, it may not he applied to a multple line package local service offcring.

* Toll blocking, if clccted, will be provided ar no charge to the Lifcline subscriber.

The deposit requirement is not applicable to a Lifcline cuslomer who subscribes t toll blocking, If « Lifeline
custarner removes toll blocking prior 10 establiching an acecplable credit history, a deposit may be required. When
applicabic, advancs payments will not exceed the conncction ynd local service charges for onc month. _

‘The PICC will not be billed to L
long distance carricr. '
A Lifeline subscriber’s local service will pot be disconnected for aon-paymnent of regulated toll charges. Local
service may be denicd for non-payment of local calls in accordance with Scetion A2, Access w tol} service mav be
denied for non-payment of regulated tolls. A Lifcline subscriber's request for reconnection of locul service will not
be denied if the serviee was previously denied for non-payment of toll charges. : :

ifeline customers who subscribe 1o toll blocking and do not pre-subscribe to 2

Resale of Lifeline is subject w the conditions set orth in the Sccond and Final Orcer of Arbirrarion Awards dated
January 23, 1997 (Docket Nos. 96-01152 and 96-01271). » ’

fssued: Decamber 22. 1998

By: Edward Haycs
6647 Sweplechase
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DISCOUNT COMMUNICATIONS | TENNESSEE TARIFF NO. 1
o REVISED PAGE 2
LOCAL EXCHANGE SERVICES

BASIC LOCAL EXCHANGE SERVICE
Lifeline (Continued)

Regulations (Cont’d)
. B. Ellgibility

To be eligible for a Lifeline credir, a customer must be a current recipicnt of any onc of fhc following low ‘incomc
agsistanca programs. B

& Temporary Assistance to Needy Families (TANF), previously known as AFDC

b. Supplemental Security Income (SS1)

& Food Smmps

d  Medicaid, as provided under TeanCare
Additionally, a customer with toral gross annual income that does noc exceed 125% of the federal poverty income

2.
guidelines may apply directly to the Tennessee Regulatory Awuthority (TRA) for Lifeline eligibility
certification. .

3. All applicatigns for service are subject to verification with the TRA or state 2geacy responsible for administrution

. of the qualifying program.
Note 1: Lifcline replaces the Interstate Subscriber Line Charge Waiver and Matching Prﬁgrnm

w
Issucd: December 22, 1998 Effcctive _
By: Edward Hayes
6647 Stecpicchasc
Mcmphis, Tennessee 38141




DISCOUNT COMMUNICATIONS ‘ TENNESSEE TARIFF NO. 1

, REVISED PAGE 3
LOCAL EXCHANGE SERVICES

)

BASIC LOCAL EXCHANGE SERVICE
Lifeline (Continued)

Regulations (Cont'd)
» C. Certilication

Proof of eligibility in any of the qualifying low incomc sssistance programs should be provided ta the Compuny ut
the time of spplicazion for service. The Lilcline credit will not be ¢stublighed until proof of cligibility has been
reccived by the Company. If the customer requests installation prior to the Company's receips of proof of
eligibility, the requested seevice will be provided withour the Lifeline credit. When eligibility documenwtion is
provided subscquent to installarion, the Lifcline credit will be provided on & going forward basis.

The Compuny reserves the right o periodically audit its records, working in conjunction with the appropriate statc
agencies, for the purpose of determining continuing eligibiliry, Infurmaiion obtained dusing such audit will be
treuted as confidenrial mformation ta the extent required under State and Fedcral laws. The use or disclosure of
information conceming enrollees will be limited to purposes dirsetly conneeted with the admiaistrarion of the
Lifetine plan. :

When a customer is determined to be ineligible as a result of an sudit, the Company will contast the customer. If
the customer, cunnot provide eligibility documentauon, the Lifelinc credit will be discontinued.

D. Rates and Charpges

1.

A. Gegeral

Lifcline is provided as a monrhly credit on the eligiblc residentisl subscriber's access line bill for lecal service,

2. Service Charges are applicable for installing or chunging Lifeline service.
4. . Link-Up conncetion sssistancs may be availatls for installing or relocating Lifeline service.
4 The Secondary Service Charge is not applicable when existing service is converxed intact to Lifeline..

B. The Totul Lifeline Credit Copsists Of One Federal C us One State

(1) Fedenl credit

Monthly

(a) Temgorary Assisﬂn‘cc to Neady Families (TANF) $7.00

(b) Suppicmental Security Incornc (SST) $7.00

(c) Food Samps $7.00

(d) Medicaid (wnder TennCurs) $7.00

(&) TRA Cerified : $7.00

(2) State credit '

(a) One per Lifeline _ S350
Issued: December 22, 1998 Lffective :
By: Edward Hayces '
6647 Steeplechase
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DISCOUNT COMMUNICATIONS ' TENNESSEE TARIFF NO. 1
| . REVISED PAGE 1
1.OCAL EXCHANGE SERVICES

BASIC LOCAL EXCHANGE SERVICES
Link-Up

2. Description of Service

A. Link-Upisa program designed to increase the availability of telecommunications sepvices 1o low income subscribers
by providing a credis to the non-recurring installation and service charges to gualifying residentiol subscribers. Basic
terms and conditions are in compliance with ihe FCC's Order on Universal Service in FCC 97-157, which adapey the .
Pederal-Stute Joins Board’s recommendarion in CC Docket 96-45, which complies with the Telecommunicarions At
of 1996, Specific terms and conditions are as prescribed by the Tennessee Regulutory Authority, os set forth int this

B. Link-Upis supperied by the fedcral univessal service support mechanism.

C. A federal credit amount of fifty percent (S0%) of the non-recurring charges for connection of service, up lo 8 maximum of
5§30.00, is available 1o be passad through 0 the subscriber. .

2.1 Regulations
A Genenl : '
17 Customers eligible under Link-Up are also eligible for monthly recurring assistance under the Lifeline program.
2. Link-Up connection assistance is available per houschold and is applicable 10 the primary residential connection
ozly. o
3.  The Link-Up credil is available cach lime the customer installs or relocates the primary residential scrvice
4. To receive the credit. proof of eligibility must be provided prior to installation of scrvice.
5. 'The toral tariffed churges for connecting service, including service and other ins@llation charges, are considered
in the credit calculubion.
" 6. Resale of Link-Up i¢ subject to the conditions set forth in the Second And Final Order Of Arbiation Awarcs
dated January 23, 1997 (Docker Nos. 96-01152 and 96-01271).
B. Eligihility .
1. To be eligiblc for 2 Link-Up credit. the named subscriber must be 3 current recipicnt of any of the following
low-income assistance programs. :
o Temporary Assistance to Needy Fumilies (TANF), previously known as AFDC
b. Supplcmental Securiry Income (SSI)
e. Food Stmps .
d. Medicaid, as provided under TennCarc - .
2. Additionally, 3 customer with total gross annual income that docs not exceed 125% of the foderal poverty '

income guidelines may apply direetly to the Tenncssee Regulatory Autherity (TRA) for Lifeline cligibility
certification. .

3. Al applications for service arc subject o verificarion with the TRA or stare agency responsible for -
adminisgarion of the qualifymng progrum.

C. Certfiuuion , ‘ _
1. Proof of cligibility in any of the qualifying low income aysistance programs should be provided to the Company
at the time of application for service. The Link-Up credit will not be established until proof of eliibility has
been recerved by the Company. If the custome requests installation without proof of eligibility, the requested
servics will be provi¢ed without the Link-Up credit. ‘
2. The use or disclosurc of :nformation concerning caro
the administration of the Link-Up pian.

22 Rares and Charges

A The federal credit available for a Link-Up ccanection is $30.00 (maximum) or filly pereent (S0%) of the
insrallarion and servics charges from th:s Tariff, whichever is less.

llees will be limited to purposes directly conneetsd with

g e ——— e
Issued: December 22, 1998 Effective i
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6647 Steoplechase
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